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SAN DIl EGO, CALI FORNI A, FRI DAY, MAY 30, 1997

5:30 P.M

DR ENTHOVEN  Pursuant to AB 2343, the
task force has been charged with review ng and
reporting on the followi ng aspects of managed heal th
care in California

The picture of health care service
plans as it stands in California today, including,
but not limted to, the different types of plans, how
they work, how they operate, how they're regul ated,
the trends and changes in health care delivery and
how t hese changes have affected the health care
econony, academ c nedical centers and heal th
prof essi ons education; whether the goals of nanaged
care provi ded by health care service plans are being
satisfied; a conparison of the effects of provider
financial incentives on the delivery of health care
and health care service plans, other nanaged care
pl ans and fee-for-service settings; the effect of
managed care on the patient-physician relationship,
if any; the effect of other managed care plans on
acadeni c nedi cal centers and heal th professions.

And in addition, the task force wll
formul ate and present recomrendati ons on regul ation
of managed care. These findings and reconmrendati ons
will be published in a report due by January 1, 1998

The task force has cone here this
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afternoon or evening in order to listen to conments
and discussions fromthe general public. W are
going around to various cities around California in
order to gather firsthand information from people in
each of the major communities. A couple of weeks ago
we were in El Segundo, and in another couple of weeks
or so we'll be in Fresno, et cetera

And we're going to ask each of you who
wi sh to speak and to address the task force to fil
out a speaker card

Are the cards avail abl e now?

DR ROVERO Back where that line is.

DR ENTHOVEN In the back? Wuld you
then offer to people in the audience to hel p pass
them out ?

And then | would appreciate it if the
cards woul d then be brought up to me. For one thing
that gives us a clear record and statement of the
nanes of the people who -- and hel ps e introduce
themto the rest of the audi ence

Another is |I'd like to have some idea
as to how many people want to speak. Because that
will relate to the question of how rmuch tine we can
take with each person. W're scheduled to nmeet from
now until 7:30. |'mafraid we will need to adjourn
quite pronptly at 7:30 because some peopl e have
pl anes to catch

Wil e you are addressing the task
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force, we would like you to know that we nust have in
m nd a nunber of questions that we will be seeking to
answer based on the accumul ati on of what we hear,

i ncl udi ng do you have specific suggestions for

i nprovi ng managed care other than just abolishing it
al toget her or what ever.

W'd like to know your thoughts about
what kind of system changes m ght be made that woul d
make it better. We'd like to understand are your
comrents and concerns related to health insurance in
general or specifically to HMOs or to preferred
provi der insurance or what have you.

W'd like to know can you tell us about
your data sources. | nmean, if you have particul ar
concerns, can you share with us what data we m ght
seek that would help us to evaluate this better. Can
you identify the root causes of your concerns or
comment s.

You don't have to be able to answer
these yoursel f, but we want you to understand we will
be having those questions on our ninds. And in some
cases, task force menbers will be given the
opportunity to ask you to draw out further your
t hought s.

Copi es of these questions are avail able
in the framework for the hearings that are on the
table in the back near the entrance to the room

If you could make a few changes in
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managed care, what would they be to hel p make managed
care better for you and for your fellow Californians?

So let's see. This is how many we have
so far? So we have about six or seven. | think what
we'll do is to begin by asking you to linit your
remarks to about five mnutes and then nore brief, if
possible. And then task force menbers will engage
you in conversation, and we'll take it fromthere.

W seemto have about six or seven. If
anybody is planning to speak that hasn't filled one
of these out, please do so because we do want to be
able to manage our time. That is, you can subnit
these subsequently, but it will be helpful in
managi ng this.

So please bring themup to the
gentl enman over there on your right, ny left, if you
have nore.

Ckay. We're going to start with Dr.
Rodrico -- I'msorry. |'mhaving problens with this.
Is it psychiatric? Yeah, American Psychiatric
Associ ation, who wants to speak about the
rel ati onshi p between patients and physi ci ans.

Minos. |I'msorry. | see now that |
know it's Munos. Dr. Munos?

DR MJNGCS: Thank you, M. Chairnan.

I am Rodrico Munos. | amthe
vi ce-president of the Mental Health Advisory Board

here in San Diego. | amal so a counsel or of the San
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D ego Medical Society. | amthe president of the San
D ego branch of the California H spanic Medical
Association. And | amthe president-elect of the
Arerican Psychiatric Association.

Managed care practice is devastating in
the care of psychiatric patients in San Diego. It
has al so been typical for many places in the State of
California and in the places of the United States
where | have been traveling.

As vice-president of the Amrerican
Psychiatric Association and nore recently as
president-elect, | have been in touch with nmany
prof essional s and many patients who have told ne
about the devastation created by managed care. The
15 largest nental health care groups now control up
to 80 percent of managed care contracts around the
country, have isol ated psychiatric patients from
other health care resources, they try to w thhold
di agnosis and treatment, and nore recently have
started to argue that there are too nmany physicians
and much fewer are needed.

If we follow their thinking, we wll
need only one conpetent psychiatrist in San D ego.

If that were the case, we would reduce our nunbers to
such a small group we woul d have enough psychiatrists
to provide services at the county hospital, at the
uni versity centers, and at the navy hospital. W

woul d be | eaving 270,000 San D egi ans without care.
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So egregious is their practices that we
the psychiatrists of America have decided to sue
them and we are doing so in Superior Court in New
York. | would like to be in there participating in
their discovery process that will produce a great
deal of evidence in order to document abuse and
m snanagenent .

One of the nost insidious practices of
the HMJOs - and this is typical for San Diego - is to
award contracts to a | arge nunber of groups of
primary physicians, who in turn contract with
sel ected psychiatrists. This conpartnentalizes care
to such a degree that patients do not know who their
psychiatrist nmay be. This not only disrupts care but
destroys patient confidentiality.

About one year ago a patient who had
been taking Prozac for two years asked nme for a
refill. H s insurance requested that | conplete five
pages of mnute information about this gentlenan's
life before he could have treatnent. | told himl
would rather treat himfor free, which will be nore
fincially beneficial to himand to me, and | wll be
able to respect his right to privacy.

There was a teacher who needed
psychot herapy, but the insurance conpany said that
only psychol ogi sts could provide the therapy. M
patient went through five different appeals, and now

| continue to see him but | get a formto renew care
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every second visit.

Anot her patient, a high executive at a
| ocal concern, was in the throes of a manic episode
when her insurance conpany denied care on account
that psychot herapy nedi cati ons were too expensive for
a managed patient. She nowis better, but she no
longer trusts that she will ever get proper care if
she again has a nedical problem even though her
famly, the commnity, and the conpany badly need her
servi ces.

Long ago | decided that ny ethica
principles would require that | refuse to see
patients under some of the conditions created by the
HVMO s. Since then ny practice to a |arge degree has
been focused on what we call managed care refugees,
peopl e who al ready gave up on their insurance
provi der but they are now comng to see us at a
di scount, paying out of their own funds. They are
paying twice, to the enployer to provide no care and
to us to provide the best care we can provi de under
their reduced conditions

This is a dismal state of affairs. |
woul d strongly request that the state correct the
situation in which patients are increasingly nore
i sol ated fromtheir physicians by nurmerous fears of
deci si onmakers that create barriers often inpregnable
to our patients

I've read about the application of

10
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managed care techniques to the Medicai d popul ation.
If the HMJ s were successful in damaging so many

m ddl e cl ass patients who were paying for their own
i nsurance, what can we expect will happen to the
poor, who have | ess protection and fewer supporters?

I woul d hope that the patients, their
famlies, the professionals and the public cone to
the realization that the current strategies for
managed care have been a failure and alternatives
shoul d be studied and inplenented. Thank you.

DR ENTHOVEN  Thank you, Doctor.

Al right. W want to express our
appreciation for sticking to the five mnutes.
That's very kind of you.

Do you task force menbers have
questions?

DR SPURLOCK: Thank you, Dr. Minos,
for comng tonight. | appreciate your conments.

I"mvery interested in the physician
supply and physician need that you tal ked about at
the very begi nning of your presentation. And you
descri bed a di screpancy between what the behavi oral
heal th care conpani es had determ ned the need and
your organization's determnation of the need for
psychiatrists in the San D ego area.

How di d t he behavioral health
organi zati on make that determ nation, and how did you

in your organization make that determ nation about
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the need for physicians?

DR MJUNCS: There was a study down at
the county foundation counting psychiatrist and
counting subscribers. They came to the concl usion
that they coul d provide psychiatric care with four
psychiatrists per 100,000. Today in San Diego we may
have about 200 psychiatrists who are in practice.
Between this place and the border with Mexico, there
may be six psychiatrists. There nay be 360, 000
peopl e there.

I woul d ask you whet her you believe
that those people are getting adequate psychiatric
care.

DR ENTHOVEN: Brad?

DR G LBERT: Dr. Minos, can you
separate at all how rmuch of the problemis due to the
severely limted benefits that are often available in
mental health through nost HMO s and nost enpl oyer
heal th plans? Because nental health is probably one
of the nost linmted areas of benefit versus other
practices that al so cause problens, |ike, you know,
restrictive fornulas that you tal ked about with
Prozac or wanting a |ower |level of care in terms of
psychol ogi st versus a psychiatrist potentially? Can
you separate those two?

DR MJUNCS: Yeah, it's possible. What
happened with psychiatrists is that in the full I|ine

we are the |ast one. W are the |ast ones to get

12
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what ever noneys cone out of the big pool that is
distributed by the HMO s and ot hers.

Most of the contracts under managed
care here in San D ego belong to Pacificare and to
Health Net. They contract with groups of primary
physi ci ans. The primary physicians can't deci de how
much they are going to pay the psychiatrists. |If
sonmebody decides that it's 70 cents per nenber per
nmonth, that's the rate of the day. Then sonebody
el se says, well, | would like to pocket nmore noney so
| amgoing to offer 50 cents per patient per nonth
And there is some cases where the nmoney was just 21
cents per patient per nonth.

It's possible to create a line at which
you say below this line it's inpossible to provide
care. W are there. And we have national figures to
show you. W are treated in such a way that sone
peopl e believe that because of the geographic
conditions of San D ego County we have becomne the
gar bage dunmp of nanaged care

MR RCDGERS: Dr. Minos, you said that
you' re general |y agai nst managed care. |s there any
nmodel that you have seen that you would find
accept abl e?

DR MINCS: | believe the current
ci rcunst ances exi st not only because so many
entrepreneurs cane to the nedical field but also

because there has been great advance in nedical

13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

information systems. | do believe that if we even --
inthe field if we make it so that we can conpete
with the entrepreneurs, changes, for exanple, in the
antitrust legislation, we would be prepared to
conpete as long as it's acceptable that the total

pool of money will be available to those who are
provi ding the care.

What | amtrying to say is that what
has made the situation so difficult is that in the
one dollar health allotment you start with the
i nsurance conpany and the HMO s taking off the top 25
to 30. So that |leaves 70. O the 70, 30 nay go to
the hospital. So now you are with 40. O the 40,
twelve may go to the primary care physician. Four
may go for adninistration.

So you may have a few cents left to
distribute among the specialists, not knowing that in
our field quite often we are the prinary physicians
to all these chronic schizophrenic patients that
nobody el se wants to see. And at this tine, with
this system with the equation | am mentioning, there
is no chance that they are going to have the
treatment they deserve

MR RCDGERS: So do you feel that the
issue is the anount of noney in the pools that's the
pr obl en®?

DR MJUNCS: That's the problem The

other one, of course, is the exposure that -- the

14
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greedi ness of anybody who nay be prepared to get a
Knox- Keene |icense and cone into the field and decide
that he has a systemthat will provide the enployers
with savings at the cost of the enployees. | would
submt that if we do not pay the enployers a huge tax
exenption, then they will lose interest in the field,
and we nmight be able to negotiate with the people who
really count, who are the patients and their
fam|lies.

DR ENTHOVEN.  Thank you very nuch,
Doctor. | appreciate your com ng.

DR MJNGCS: Thank you.

DR ENTHOVEN. Qur next speaker is
going to be Dr. Larry Friednan, a physician fromthe
University of California at San Diego, who will be
tal ki ng about acadeni c medi cal centers and educati on.

Wel cone, Doctor.

DR FR EDVAN.  Thank you very nuch.
I'mthe chief of the Division of Primary Care
Pedi atri cs and Adol escent Medicine at the University
of California, San D ego; also the interim medical
director of primary care for the UCSD Medi cal G oup;
and al so the president of the San Diego Society of
Adol escent Medi ci ne.

I have several comments about managed
care as it pertains to academ c medical centers,
especially in San D ego and especially to the

popul ation that | provide direct services to.

15
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On one hand, | think that managed care
in many ways has been beneficial in that it has
certainly forced academ c nedi cal centers and ot her
heal th care providers to take a close look at health
costs and health contai nment and has al so placed a
very |l arge burden on outcomes and outcone studi es.
Therein, | think, lies both one of the problens and
one of the great opportunities.

The wei ght on outconme studies needs to
be funded. And one of ny major concerns is that
managed care conpani es are not funding those outcome
studi es upon which they're basing a ot of their
paraneters and requirenents.

I'd perhaps ask this commttee to go no
further than to |l ook at the front page of the Vall
Street Journal this nmorning and look at really what |
believe is truly the crux of the problemand taking a
step back and | ooking at the big picture, and that is
the profit nmotive in the whol e managed care system

For public conpanies, clearly, their
primary obligation is first and forenost to their
sharehol ders and not to the patients that they serve.
I'mnot sure that the discussion can go nuch further
than that, frankly, if we're tal king about for-profit
conpani es in the nanaged care arena.

I do think, however -- I'mrelatively
new to San Diego, and | canme from Massachusetts,

where there are HMJ s, Harvard Community Health Pl an

16
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the one I'mnost faniliar with, which is a nonprofit
HVO, which did put all of its excess profits, so to
speak, into outcone studies, into education, into
education for patients, into education for faculty
and staff and into the betterment of their patient

popul ati on.

3

ENTHOVEN: Peter?

2

LEE: Were you finished with your
remar ks?

DR FR EDVAN.  Yes.

MR LEE: Wien you say outcome studies,
do you nean the collection of HEDI S-type data, or do
you mean specific studies they're demanding wth
respect to utilization data, patients being treated?

DR FRIEDVAN |'mtal king about nental
heal th, and the previous speaker was tal king about
managed care and certain illnesses are going to be
treat ed.

Wien | began ny training about 15 years
ago, the standard care, for instance, was to
hospital i ze many patients who had a variety of mental
heal th problens. And that was a standard procedure.
That really stopped because managed heal th changed
outcone studi es showing that, for instance, 30-day
hospi tal i zati ons had benefited patients.

dearly, nore studies need to be done
to ook at what kinds of factors and the kinds of

managenent procedures will benefit patients and | ead

17
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to the best outconmes. The burden to provide those
studi es, though, is not being provided or the avenue
to do those studies is not being provided by the
managed care conpanies by and large. |It's really put
on the federal government to fund the studies through
ot her funding nechani sns.

MR LEE: So you are tal king about the
demands on individual providers or collected regul ar
data --

DR FR EDMAN No, |I'mtalking about in
terms of figuring out truly what the best procedures
are. The knee-jerk reaction of the nmanaged care
conpanies is if you don't have the data then we're
not going to approve it. And frequently those
studies take a long tine.

DR G LBERT: |'ma UCSD graduate wel
before your tine. There's always been conpanies in
health care for profit. W have for-profit nedica
groups. The UC systemis trying to figure out how
it's going to naintain its hospitals and its
structures in this environment.

What's the difference that you see
between all sorts of for-profit entities in the
delivery of medicine vis-a-vis managed care? |Is
there sone fundanental difference? Is it for profit
in general, or does it apply to managed care
differently? How do you see that?

DR FREDVMAN | think any systemthat

18
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collects nmoney to provide health care, which

basi cal | y managed care conpani es do, and takes some
of that noney away fromthe health care systemin the
formof extremely large salaries for managed care
executives, to pay dividends to sharehol ders, where
that nmoney in some way isn't circul ated back to the
systemto provide what conpani es are paying their
prem unms for, what people are paying the prenmiunms for
- and that is a provision of health care, health
services, either directly through direct services or
through fundi ng studies, through education and so
forth - | think is a fundanmental problem

DR ENTHOVEN Doctor, we have in San
D ego, of course, sone nonprofit entities. Kaiser
Permanente and Sharp are nonprofit. And | was
recently very pleased to read that the physicians and
the hospitals at Scripps announced that they were
going to get their act together, get organized
create a joint venture and conpete as a nonprofit
entity, which | thought was great.

And if these other guys are taking 30
percent off the top, why can't Scripps just knock
their socks off? What's going on?

And that brings up another question,
which is with the Sharp doctors who are taking care
of Sharp patients and taking care of Pacificare
patients, do you think they treat these patients

equal | y?

19
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DR FRIEDVAN First of all, I'min no
position to speak for what other physicians do or
what goes on in other plans. You ve asked ne very
| arge, broad, sweeping questions.

I think that one -- and | can speak
best for an acadenmic nedical center. One of the
other issues that | didn't touch on, though, that is
on ny list is the whole issue of adverse selection.
And that clearly is a factor in the longer term
survival of academ c nedical centers and how t hat
plays itself out.

| nmean, many -- in terns of the way
centers market thenselves to communities, how
patients sel ect which type of provider they choose, |
strongly believe that acadenic medical centers have a
much worse adverse selection for a variety of
reasons, yet reinbursenent is generally no different.

One other comment in terms of one of
the issues that you're looking at, which is how
managed care inpacts or affects patient-provider
rel ati onshi p.

In the mail yesterday | received from
the Robert W.od Johnson Foundation an initiative that
they have just begun | ooking at exactly that question
as it applies prinarily to nanaged care. And you
mght want to link with themin sone way to | ook at
the initiatives that they fund and how that could

af fect their decisions.
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DR ENTHOVEN  Thank you.

DR RCDRIGUES-TRIAS: | have a
particular interest in |ooking at the fol ks we
nornal |y don't see because they never cross our
doorstep, and that | think is particularly true of
the adol escent population. So | wonder if you think
about the state role, what a state shoul d be doing,
maybe the Department of Health Services -- |'mnot
sure where this responsibility should lie. Wat Kkind
of outcome studies would you be | ooking at that night
give us some glinpses as to what we're not doi ng?

DR FR EDVMAN Wl I, clearly, things
|'i ke immunizations for children and, for teenagers,
hepatitis B - | mean, | think that there's sone
fairly concrete markers you can use. You can | ook at
over tine continuous rates of teen pregnancy, of
STD s and so forth, a variety of different, you know,
dietary habits. | think that those are fairly
concrete markers that can be | ooked at.

Access to health care for teenagers is
very conplicated. And it really is sonething that is
partially provider related, is partially patient
related, partially systemrelated. And it's fairly
conplicated. But | definitely think it can be | ooked
at and is a vital issue in this whole debate.

DR ENTHOVEN  Bud?

DR ALPERT: | just want to clarify one

thing. It's ny inpression that you feel that
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clinical research is being inpeded significantly by
the managed care structure. |s that correct?

DR FR EDVAN No, | never said that.
M/ main point was that managed care conpani es are
basi ng many of their policies and procedures and
basi cal |y directing physicians howto act, what can
be done, what can't be done, based on outcone
studi es, some of which don't really exist. And
they' re naki ng deci si ons based on because- sonet hi ng-
doesn' t-exi st-you-can' t-do-it-that-way kinds of
deci si ons.

What |'msaying is that | actually
think that managed care has benefited health care in
many different ways. The focus on outcome studies is
actually very, very inportant. Prior to this focus,
deci sions were nade really based on personal
physi ci an experi ence, anecdotal experience and so
forth.

| think outcone studies are vital. MW
issue is that who's paying for those outconme studies.
M/ issue is that really the burden to produce those
studi es has fallen back on other funding
organi zations, usual ly government organi zations,
federal organizations, foundations, but not the
conpani es thensel ves that are asking for those
st udi es.

DR ENTHOVEN  Tony?

MR RCDGERS: Could you talk briefly
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about what your observation has been about the effect
on the actual training, residency training, what
managed care is giving people to help patients, the
opportunity for residents to train in that

envi ronnent ?

DR FREDVAN. | think that there are
great benefits. And | think that noving residents
into outpatient settings, having thembe much nore
aware of health care costs, resource utilization and
so forth is very good

The problem of course, is that -- and
this you sort of alluded to before. W are a
training institution, and at UCSD we are conpeting
agai nst conpani es that don't do health training. And
if we're getting the sane rei nbursenent as, say, a
Sharp is or sone other institution and al so at the
same tine we're required to do medi cal student and
resident training in the clinic, we obviously can't
be as productive in terns of patients seen per hour
as other institutions.

So, you know, there are benefits to
pushing nmore training out into the field, so to
speak, and into the outpatient setting. But, again,
who's going to pay for that, and howis that going to
be reconciled within the whol e systen®?

MR KERR  Should the state and
enpl oyers be paying you on a risk adjusted paynent

syst en?
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DR FR EDVAN  Absol utely.

MR KERR And, if so, does the risk
adj usted payment systemexist that's good enough to
do a decent job in that type of thing?

DR FR EDVAN: Not that |'maware of.
But |'mnot an expert on that. But | would say
that's sonething that needs to be found. dearly,
this is not just a UCSD issue. | think we should be
provi ders of care for people wth conplicated,
conpl ex medi cal problenms. That absolutely is what
our role should be. But we need to be conpensated in
a way that's equitable.

MR WLLIAVE: Yes. | really want to
follow up on this outcome study question. It's a
question I'mreally interested in. And I'mwth a
heal th plan, and we have a process of devel opi ng
medi cal policy. And I'd |ike your comrent on the
i ntersection between the | ack of outcome study and
kind of process we use.

VW | ook at a procedure, for exanple,
sonmetines with treatment. Wat we would typically do
woul d be to convene a group of subject natter
experts, clinicians in that area. W would ask them
toreviewthe literature. They'd be independent
peopl e from academ ¢ nedi cal centers, commnity based
physi cians. They would | ook at all the literature in
a given area and conme back and say we believe that

this treatnent is appropriate for these particul ar
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conditions. So that the process is kind of armis
| engt h

Help me. Just repeat one nore tine how
the | ack of outcome studies would affect this kind of
devel opnent of nedi cal policy.

DR FR EDVAN  You know, | think that
there are outcome studies for nany procedures,
di seases and so forth. | think it needs to be a
continued process. You convene your panel of
experts, who look at the nedical literature for
outcone studies. And we find many outcome studies
that are funded by your organization

The point is that the studies -- |
mean, you know, health science is a continuum
Things are being -- there are new innovations all the
time. What we need to do is to do this as a process
The real issue is who's going to fund the ongoing
search for what are the best avenues of care. That's
really ny point.

MR WLLIAVE: Ckay

DR ENTHOVEN. \Weéll, Doctor, you're
suggesting that the HMJ s are not paying for outcomne
research. In fact, | don't have a nunber in ny
imediate, but | think a year we had a visit at
Stanford fromDr. Laretta, who is with Heal th Net
now, and he spoke of a very substantial health
servi ces research budget and involved ny col |l eagues

init and handed us reprints of articles, including
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his owmn from JAVA so forth.

And so they were saying they were being
pretty serious about getting people involved in doing
outcone research with them naybe the not the dollar
amount, but that's part of that 20 percent that
they' re taking off the top, of course.

Have you kind of surveyed how nuch
they' re spendi ng? Because sone of themsay they're
spending quite a bit.

DR FRIEDMAN R ght. |'msure that

they are saying that. You know, | don't have any --

you know, again, this needs to be -- | can give you
ny anecdotal experience. | can give you ny opinion
of how | studied the issue in a -- you know, in a

control | ed type of way.

Now, no, | haven't -- though | do read
lots of medical literature, and | can't renenber any
substantial studies recently -- well, you know, |

menti oned sone groups. Harvard Community Health Pl an
has funded quite a bit of health outcome research.
I'mnot aware of any studies that | have seen in the
Annal s of Internal Medicine, New England Journal of
Medi cine or JAMA in the last four or five nonths
funded by an HMO  Maybe you have.

MR RCDGERS: | hate to put you on the
spot, but this is too good an opportunity to talk to
sonmebody at the front lines in acadenic medicine.

One of the consequences of managed care
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in many of the states that use the nanaged care
system especially when you pl ace Medi-Cal and

Medi care in managed care, is a reduction of training
opportunity but, nore than that, the funding for
residents. And it places the hospital or the
acadenic center at the greatest risk because they
have this extra burden of cost.

Is this a good way to control the
oversupply of physicians, or are we creating probl ens
for ourselves down the road because the market isn't
necessarily in sync with where we're going to need

physicians in the future? Can you comrent on that at

all?

DR FR EDVMAN  Again, ny comrents woul d
be personal observation. | mean, | do think that
there are benefits. | think that there probably is

-- clearly, there's a maldistribution of physicians
and a nal distribution not only geographically but by
specialty as well. The managed care system forcing
the issue of nore primary care physicians | think is
probably very good. And, you know, where that's all
going to settle out, though, | think is yet to be
seen.

DR ENTHOVEN. Rebecca?

M5. BOME: | just would |ike your
reaction --

DR FR EDVMAN | rmean, |'m saying that

as a prejudistic primary care provider.
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MB. BOME: | think one of the issues
here is that the health nai ntenance organizations, in
order to get accreditation fromthe National
Commttee on Quality Assurance, have to do outcone
studi es on popul ation bases and justify that there
have been inproverent, but they're not necessarily
published. So I think that they are ongoing.

And perhaps maybe a | oop-in of some
f eedback of your comment that you can take is, as the
managed care do that, because adol escents are an
i nportant part of the popul ation, to do sone inproved
nurmbers of outcome based studies on the adol escent
popul ati on.

DR FR EDVAN. Absolutely. And they
need to be -- you know, it's one thing to say that
you' re doing outcone -- | mean, they need to be
eval uated and nake sure that they're done
met hodol ogically. |1'mnot challenging that. But |
think that getting themout there -- you know, there
are many -- regardi ng adol escents, | nean,
adol escents in sone ways are the very easier
popul ation to have in nanaged care. They can be very
undenandi ng. They don't seek services.

And so you see adol escents and how you
provi de those services, what kinds of anticipatory
gui dance, what kinds of questions you end up talking
to them about, whether you truly provide preventive

services for cigarette snoking, nmore education for
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birth control or pregnancy prevention, nore substance
abuse education and all of that is sonething that
needs to be quantitated and encouraged anongst your
provi di ng physicians al so. Those are very, very easy
topics to niss.

And al though in theory managed care is
ideal for teenagers because it puts a very large
burden on prevention, I'mnot sure that |'ve ever
seen any study that shows that that actually gets
done.

M/ other concern is that because of the
kinds of problens that teenagers tend to have that
are behavior rel ated, other than sexual behavior,
tend to be long term |'mtalking specifically about
di et and exerci se, tobacco and substance abuse. |'m
not sure that nanaged care conpanies don't realize
that those kids probably are not going to be in their
managed care panels in 20 years, and |'mnot sure how
much of a burden managed care conpanies truly feel --
wel |, you know, |I'ma provider on multiple managed
care panels, and |'ve never seen anything come down
telling ne what kinds of guidelines to use when | see
teenagers. And | see teenagers all the tine.

DR G LBERT: |f managed care had
anything to do with getting a person like you at
UCSD, versus when | was there it was a conpletely
speci al ty-based trai ning where we studi ed bush Line

di sease endl essly, that's a good thing.
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DR FR EDVMAN That's because Dr. Nayan
was still at UDSC.

DR ENTHOVEN. Thank you very nuch
Doct or.

Next we're going to have Dr. Don
McCanne, a self-enployed California Physician's
Al liance nenber, speaking on physician risk sharing
and health care quality. Thank you

DR MCANNE: Yes, |'mDon McCanne, a
fam |y physician from San d enente, California.

As nenbers of this conmittee are wel
awar e, nmanaged care has been proffered as the
free-market solution to the problemof intolerable
escal ation of health care costs. W the patients and
the providers are very appreciative of the
contributions of the menbers of this cormittee to the
effort of assessing the inpact of managed care on our
heal th care system

One of the nost effective nethods of
managed care has been the introduction of risk
sharing and a part of the individual physician
through capitati on agreements and through the
establ i shment of reserve pools. Under such
agreenents, the physician's income is inversely
proportional to the amount of service that is
render ed

Wth capitation, wherein the physician

is prepaid for each patient assigned to him any
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servi ce rendered consumes overhead expenses and
thereby reduces net income. Al so, ordering services
paid out of reserve pools in which the physician has
a vested interest |ikew se reduces net income

This has been a very powerful tool of
managed care. On the positive side, it has clearly
decreased the rendering of unnecessary medi ca
services. On the other hand, it has al so been
effective in decreasing the amount of nonessenti al
el ective but desirable nedical services.

Most inmportantly and | east desirable,
it has been effective in increasing the physician's
tolerance of risk taking with patient care.

D agnostic and therapeutic
interventions that have a | ower probability of
i nprovi ng patient outcones are frequently no | onger
included in the discussions of options that the
patient may have because physicians, notivated by
this financial disincentive, self-inmpose their own
unspoken gag rul e.

Only by renoving these financia
di si ncenives will physicians be nmotivated to ful fil
the noral obligation to include discussions of such
options as part of the inforned decision process to
whi ch patients are entitled.

This has created the nost serious
fundanental defect in the nanaged care nodel. The

physician is no | onger exclusively the patient's
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advocate for better health care. The physician now
has additionally an adversarial relationship with his
or her own patient, a relationship in which the
physician's own financial well-being is in direct
conflict with the delivery of optimm patient

servi ces.

Testinony to this fundanmental flaw can
be found by listening to conversations in any
doctors' dining roomor doctors' |ounge. Physicians
that adapted well to nmanaged care have anal yzed the
defects in the nanaged care nodel and have come to
the conclusion that the greatest problemis the
patient. Patients are selfish and demandi ng. They
want too nuch. They do not realize that the health
care dollar is linmted and we nmust stop wasting it on
all of this excessive care.

O course, traditionalists cringe on
hearing these comrents that seemto inply that the
patient is the eneny.

What about quality? The managed care
industry has professed an inproved quality while
control ling costs. However, there is general
agreenent that quality is very difficult to define
and that it is nearly inpossible to neasure. Such
measur erment s have generally been linited to
paraneters that have marketing value that reflect
little on the true quality of the delivery system

If we do not know how to measure
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quality, then how can we be sure that quality will
prevail in our health care systen? Very sinply,
quality will prevail in a systemin which the
physician is exclusively dedicated to advocacy for
better health for the patient. Quality can never
prevail when increased profit drives a system
desi gned to reduce services.

Physi ci an risk sharing has been
presented as a free-market solution to controlling
heal th care costs. But do we really have a free
nmarket? The current solution has not allowed the
patient/consuner and the physician provider free
access. The market is now controlled by the managed
care industry.

This sol ution has been outrageously
expensi ve, consuning a major portion of our health
care dollars. It has destroyed many of the val ues
inherent in our traditional system This industry
has been far nore wasteful and intrusive than any
gover nnent al bureaucracy has ever been.

W nust abandon this defective concept
of physician risk sharing. There are nany ot her
met hods of controlling health care costs without
resorting to such a discrepant nodel. W nust
abandon the fantasy that we can ever have a truly
free market.

No matter how rmuch or how little the

governnent intervenes, we will always have el enents
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inthe private sector that will attenpt to control
the market for their own personal gain. The secret
is to design a health care structure in which
personal gain drives the systemtoward the goal of
provi ding optinum patient care. That is, we nust
reward providers for delivering the best care

possi bl e.

If we return the physician to the role
of being exclusively the patient's advocate, then
what will prevent us fromreturning to a pattern of
escal ating health care costs? The answer is found in
the very sinple concept of a global budget. W are
al ready del egating 14 percent of our gross donestic
product to health care, far nmore than any ot her
nation, far nore than enough to provide quality
heal th care for everyone.

Al though the concept of a gl obal budget
is ideologically opposed by the purists supporting
the free narket, the budget process is a very
effective tool of the private business sector. Every
busi ness functions with a budget. Everyone
under stands that resources are always finite and that
expenditures must be limted. In our own personal
budgets, we adhere to these principles. Now we even
expect the governnent to operate on a bal anced
budget .

If the budget process is effective for

our businesses, our homes and our government, then it
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shoul d al so be effective for our health care system
Thank you.

DR ENTHOVEN  Thank you, Doctor.

DR G LBERT: Just a coupl e of
questions. One is, if you accept the prem se that
capitation would notivate individuals to provide the
nmost efficient and least - but not in a pejorative
sense - care, wouldn't it drive physicians to
preventive activities?

1"l give you a coupl e obvious
exanpl es: Doing pap snmears on a frequency that's
avoi ded to have to do a cul poscopy, bone scans, et
cetera, et cetera; nunber two, snokers or individuals
with health behaviors that clearly lead to nore
accutely exacerbating their asthma, bronchitis,
et cetera, et cetera. Does it provide that incentive
at all, in your view, or is it mainly on the other
side, just as purely utilization?

DR MCANNE: | see that as a marketing
phenormenon of the industry that preventive services
have al ways been provided. Now, nuch of the various
surveys that are done to determne quality measure
those few things that the managed care entity knows
is going to be measured, and then they present those
statistics. But it doesn't get around the probl ens
that | nentioned. That is not where quality comes
from counting pap snears. Pap smears are obviously

very inportant, but that is not -- that will not
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define a quality system

DR G LBERT: So you don't believe that
-- because there's many ot her exanpl es where
provi ding a preventive service, stopping the
i ndi vi dual from snoking, could probably have nore
i npact than utilization of nedical care services, as
an exanpl e, than nany other interventions. And our
system has generally not been focused on really
working on -- our immunization rates are 50 percent
for children under the age of two.

So how woul d you propose trying to
drive the incentives in a way that would truly nake a
difference in terns of people's health and
utilization?

DR MCANNE: Well, you know, those are
-- you know, again, |'ma fanily physician, and
certainly provide inmmnizations and so forth. 1In ny
practice | have no idea what the rate is because |'m
not that well conputerized, plus, you know, the
children coming and going to different clinics and so
on.

But this is not unique to managed care
that you encourage inmuni zation prograns. |
certainly encourage inmmunization prograns. | bring
the children back for their -- you know, nake the
appoi nt nent when their next inmmunization is due. |
think we all believe in the real preventive nedicine

services and practice them
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And | really don't believe the
mar keting -- the managed care marketing clains that
they' re preventing nore services than we -- nore

probl emrs than we've been doing in the community

anywher e.

DR ENTHOVEN. Dr. Spurl ock?

DR SPURLOCK: Thank you, Doctor. |
appreciate your comrents. |'minterested. You used

the word gl obal budget, and | want to explore that a
little bit nore because you tal ked about that at
length. | think you laid out very clearly what the
concerns and the ethical quandary is over individual
capitation. | aman individual physician who has to
deal with a budget and a quandary of what can happen.
Seriously, I"'minterested in finding
out how big a global budget you would need. Do you
need it on a national scale? Sone argue that |arge
groups of physicians, in the 300, 400, when you get
to budgets of that size that you take the individual
physi ci ans out of that noral quandary wth that
i ndi vi dual patient and you can still allow the
prepai d health plan which that global budget is on.
So I'minterested in how you woul d
woul d draw the line, how global it needs to be not to
deal in the individual quandary.
DR MCANNE: Well, | certainly have a
strong personal bias. As | nentioned, |I'ma menber

of the California Physicians Aliance, which is the
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California chapter of the Physicians for National
Health Program And you probably read sone of their
literature and articles in the New Engl and Jour nal
so forth. So ny own personal opinion is globa
budget is 14 percent of our gross donestic product.

DR SPURLOCK: But you're not per se
opposed to the concept of prepaid, budgeted care?
You're just opposed to --

DR MCANNE: |'mnot opposed -- if
you' re tal king about capitation, |'mnot opposed to
capitation of large provider groups, Kaiser. That's
certainly a very ethical nodel. You know, the Kaiser
physi ci ans are conpensated in an ethical manner.

But | think when you -- when you pl ace
an individual provider on a capitation basis for
conpensation that you have created this horrible
ethical dilemma. And this thing is very real.
mean, | mentioned the discussions in the dining room
and the doctors' |ounge and so on. These are often
| oud arguments so people can hear themin the
hal | ways, |'msure

But there is a trenmendous conflict
wi thin the profession now as to whether on the one
hand you have individuals |ike nyself who think this
is a horrendous thing and then on the other hand you
have individuals that are tal king about the great
opportunity that this offers. And then they go out

and they get in their Lexus or their Mercedes, where
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| drive a Toyot a.

DR ENTHOVEN Doctor, could you just
explain that inalittle nore detail? M inpression
of nmost of what's been done by the Health Net,
Pacificare, so forth, is that they contract with
fairly large medical groups or IPA's. And usually
the contract is the doctors will do all the doctoring
for, let's say, $45 per person per nmonth or
sonet hing --

DR MCANNE: Yes

DR ENTHOVEN -- perhaps adjusted to
age and sex.

And then with dollar limts, tolimt
the doctor's risk, we have a budgeted anount for
hospital. And if you bring in the hospital cost
bel ow that, the medical group can keep half the
savings until it's reached half it's -- you know -- a
quarter or like ten percent. So you can save -- you
can gain $4 per person per nonth if you do your job
or you can lose $4 per nonth if you overrun on the
hospi t al

Sol've limted it, but that seens to
me |ike the typical arrangenment in California. But
you' re describing sonething rather different, which
is an individual doctor who is -- when you say
capitated, | presume you nean at risk for tota
services or for a larger set of services. O do you

mean just is paid a per capita anount for the primry
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care services, as is the case in British National
Heal th Service? To which were you referring?

DR MCANNE: Wiat's very, very conmon
in Californiais the physician is paid so much per
month for each patient that has selected himas the
i ndi vi dual provi der.

DR ENTHOVEN  For doing primary care
services? Isn't that exactly the British National
Heal th Service who does that?

DR MCANNE: That's the British system
of socialized nedicine. W're talking about private
sector health care here.

DR ENTHOVEN. But the payment is the
same. That's just saying you're on salary and the
sal ary depends on the nunber of patients on your
panel. You're not saying the doctor's at risk for
the other cost?

DR MCANNE: It's not the sane as
salary. Wen you're assgned so many patients, that
det er mi nes your paycheck. Then since you're in
private practice, when you render services, you are
consuni ng over head expenses.

DR ENTHOVEN. Ckay. Just to be clear
then, what you're saying is an arrangenent where the
primary care physician is paid so nany dollars per
person per nonth for prinary care service, and that's
it, noat risk for the hospital or -- you consider

that to be unethical ?
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DR MCANNE: Yes

DR ENTHOVEN. Ckay. Thank you. Any
ot her questions?

DR ROVERO | have a question, M.
Chai r man.

DR ENTHOVEN.  Ckay.

DR ROVERC Dr. McCanne, thank you
very much. Your expression was a contrary view
conpared to sone |'ve been hearing lately, which have
been nostly along the lines of, to be colloquial
about it, the guys in the suits are rationing care,
these deci sions should be shifted to the care
provi ders thensel ves.

And you have made an el oquent
description of the kind of noral, ethical dilemmas
that occur when you are asked to nmake those
tradeoffs

M/ question, though, is, if you have
some ot her financing structure |ike a global budget,
| think you're just relocating those decisions to
sonmebody el se, are you not?

DR MCANNE: No. The point |I'm naking
is that you have to renove the ethical dilemma from
t he physi ci an.

DR ROVERO | hear that. And by so
doi ng, you know, unless we spend an unlimted anount
on health care, sonebody is going to be having to

make deci sions about whether a particul ar procedure,
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you know, has medical benefits that are conmensurate
with its costs.

DR MCANNE: |If you're referring to
the governnent invol verrent maki ng the decisions --

DR ROVERO | nean, ny point is that
as long as there's a fixed budget | think somebody
ultinmately has to make that decision. And, if not
the medical practitioner, | assume in a global budget
it's sonmebody else, isn't it?

DR MCANNE: It's not sonebody el se.
It's the patients and the physician working together.
VW need to reestablish a partnership between the
patient and the physician to attenpt to attain the
very best care possible for that patient.

Now, finding a budget is a very
frustrating experience. And to try to get services
that are limted by a budget is an annoying thing.

DR ROVERO  Sure.

DR MCANNE: But that's a far better
nodel than what we have now.

DR ROVERO But if | am understandi ng
you, then, in that circunstance there's sone keeper
of a budget. And the physician goes to that keeper
of the budget as an advocate for the patient and says
I think this care is worthwhile and worth its cost.
And sonme keeper of the budget nakes a decision, by
your argunent or counter-argunent, that it is or it

isn't; isn't that true?
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DR MCANNE: It's not, no. | don't
percei ve of a systemusing a gl obal budget as having
sone kind of a health care czar or some kind of --

DR ROVEROC |'mnot neki ng any
statenent who that is, whether it's a government
person or a plan person or a medical director. [|'m
just trying to understand how -- you know, how you
design a systemwhere there isn't a person or body
that plays that role.

DR MCANNE: Ckay. You still maintain
the private sector, private physicians, private
hospitals. Many of themnonprofit - they don't have
to be nonprofit - naintain an insurance industry that
serves the traditional function of clainms processing
or distribution of capitation funds to |arger
provi der groups.

But those entities now, instead of --
as it is in alarger and | arger percentage of the
mar ket, instead of having the prinary obligation of
that entity being to enhance sharehol der val ue, the
primary responsibility of that entity should be to
i nprove patient care --

DR ROVERO  Ckay.

DR MCANNE: -- recognizing the
limted funds.

So you still would have a private
i nsurance industry doing these things but shoul d

operate on, personally, | believe, a nonprofit nodel
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so that they don't have to be concerned about the
interests of the sharehol ders.

DR ROVERO  Ckay.

DR MCANNE: And, also, | think we
need to get rid of, you know, sone of the other
wastes that have occurred, such as the outrageous
executive conpensation packages and so forth.

DR ROVERGC  Thank you.

DR ENTHOVEN. Thank you, Doctor. |
think we have to nove forward. Just take one nore
question on this one. Two; Ron, and then d ark.

MR WLLIAMS: Yeah, | have one
question, Doctor, regarding the quality issue. And |
have | ooked at certain research done by sone of your
col | eagues who have studied peer review journals.
And the outcome of findings of those indicate that
HVO quality care is equal to or better than

fee-for-service. And this |ooks at studies that have
19 been published in the New Engl and Journal of

Medi ci ne, the Journal of the Anerican Medi cal
Association. There's a whole -- |'d just be
interested in your response.

Are you faniliar with those studies?
Do you agree or disagree?

DR McCANNE: | think the overwhel m ng
evidence is that there is no increased quality by
those entities unless you' re counting pap snmears or

counting imrmnization levels that are in a central
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conputer. But | don't think that those studies have
real ly docunented a superior quality.

In fact, | think that there are plenty
of studies that have shown ot herw se, that the
quality is higher in -- well, for instance, the
nonprofit HMD nodel s, when they conpare themwith
for-profit -- that's not quite answering your
question but --

MR WLLIAVE: |'mjust here | ooking
at the data that basically says sonething very
different. And naybe later | can share it with you
and we can have a chat.

DR ENTHOVEN. Doctor and col | eagues,
what |"'mworried about is we have six nore peopl e,
and we have |ess than 60 minutes. So do we have a
little global budget |ast question here or --

MR KERR |1'mnot a global budget, but
we've got a bigger question. 1'd like to ask just
one for a quick response

Wul d the probl embe resolved if
physi ci ans were based on performance for what they
did for their patients? It's being experimented wth
some groups now but woul dn't necessarily fal
autonmatical |y under a gl obal budget.

Shoul dn' t physici ans be paid |ike other
peopl e, based on how good a job they do? In other
words, if you did a better job in detecting cancer at

stage one, if you were a surgeon and treated soneone
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and had a lower nortality, if you were able to keep
asthmatics out of the hospital better than average,
if you had higher patient satisfaction, shoul dn't
they be pai d based upon what they actually did?
Wuldn't that solve a | ot of problens?

DR MCANNE: Yes, provided you don't
use utilization rates, which would just drive up the
costs again. Yes

DR ENTHOVEN. Thank you very nuch
Doct or.

W' re going to hear fromDr. Tom
Houghton. Is Dr. Houghton here?

DR HOUGHTON:  Yes.

DR ENTHOVEN. |'d just ask -- again
I'd like to followthe format if we can of no nore
than five mnutes for prepared remarks.

DR HOUGHTON. | have exhibits. | hope
everybody has t hem

DR ENTHOVEN. W' re going to.

DR HOUGHTON. |' m Tom Houghton. |
have 40 years' experience as a dental specialist.
heard about this commttee's hearing Wdnesday, and |
flew down here from Sacranento. | think this is a
matter of urgency.

W have a different problemwith
dentistry as -- well, simlar as medicine and the
for-profit plans and the nonprofit plans. In the

Sacranento pilot programthat | experienced in the
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| ast three years, the for-profit plan has slowy
nmonopol i zed the patients. The enroll ment agency
gives thema prinmary group, a |larger group than the
others. There is a lot of discrimnation. | don't
know whether it's political or what the problemis.

The children are not getting care. The
care they're getting is not quality care. And as a
specialist, | see this day in and day out.

W have a problemwith hospitalization.
W have a lot of children that are crack babies. W
are dealing with Denti-Cal patients. They cone in
abused children, traumatically, mentally and
medi cal | y conprom sed, disabled. 1In an office
setting we cannot deal with treatment for these
patients. They have to be hospitalized outpatient or
maybe even GA in sonme other office. They have to be
taken care of. Sone of these plans do not have the
facility for such. They do not have a budget for
such.

I have in that first exhibit eight
patients of one plan - | won't say who it is - that
are abandoned for alnost a year. They're just
shel ved because there is no budget; therefore,
there's no treatnent.

I have on the second exhi bit some
i nproverents that | feel that the program shoul d
encounter, think about in the comng years, at |east

in this next year, where we have nore clinical
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practitioners involved in authorizing care for these
children. W've run into bureaucrats authorizing
treatment, dentists who have never practiced
authorizing treatnent, general practitioners who are
not pedi adontists authorizing treatnent or not
aut hori zi ng treatnent.

There needs to be the quality as far as
care is concerned for these children. They are
speci alized children. They're not just your nornal,
everyday bl ue-col | ar-worker children. These children
need care. They need access to care. They're not
getting it in the pilot program

And | feel that we can go forward if we
do nore preventive nmeasures, if we have school
surveys, we have general exaninations every day for
ki ndergarten through sixth grade, if we have sealings
that are given on these teeth on these kids who do
not brush, who do not have a toothbrush, who don't
eat the regular nutritious foods that your kids eat.

These kids eat fast foods. They eat
candy. You know what these kids get. And then they
have -- it goes into abuse. These parents have these
children in pain at night crying and causi ng trouble.
And pretty soon there's some sort of restriction on
these kids, whether it's an abuse or what the probl em
could be. It's promoted froma toothache and an
abscess, not just one. |'ve seen kids with twelve

and twenty teeth. That's it.
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DR ENTHOVEN. Thank you very nuch
Any questions?

W'l make copies of this available to
the -- all the menbers of the task force. Thank you
very much, Doctor.

Qur next speaker will be A D Krens,
MD., Ph.D., speaking for California Seniors, AARP
Heal th Care Reform

Doct or ?

DR KREMs: Wll, thank you very much
for the task that you're trying to achieve and --
which is your assigned task fromthe governor. It's
a toughy.

I want to apol ogi ze for the few people
fromthe public who have come here tonight, but
want to renmind you that Friday night does not attract
elder folk. They don't travel at night. And Friday
night is a tine when you can't expect Jew sh peopl e
to come. And Friday -- not on Friday. Cone on
Peopl e go hone. They rest. They do all that.

But thank you for working so hard
through this ordeal. You covered a |ot of topics. |
want to cover one that | didn't mention there because
you' ve nentioned it so often, and that's outcome
studies. Medicine is |oaded with them

125 or so of nedical schools don't
teach their subjects w thout know ng the consequences

of what the heck they' re doing. They've been doing
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that a long time. Unfortunately, a lot of those
aren't critical. A lot of these are inpressions. As
someone said, they're authoritarian renarks about how
things shoul d be managed. And then all of a sudden
we get thrown in here a brand new idea. Brand new,
hah. That outcone studies will tell us the answers,
well, try and get them

The Veterans Admi nistration has to pool
tens, hundreds of hospitals to get enough popul ation
to study a problem The federal governnent has been
studying this a long time in a nunber of areas. And
there is information available, but it comes slowy.

Now, how do the rmanaged care peopl e and
how does any doctor really decide what's appropriate
care? W nake it a scientific, educated guess about
what is the best based on our experience, based upon
our training, based upon what we read. And that's
the best we can do. And it keeps on changi ng because
there is progress. It adds new i deas.

Health care is a very conplex natter
for any person. It's not easy. But managed care
peopl e think they' re solving the problemin a
busi nessli ke fashion - and | respect themfor this -
by hiring or contracting with certified
prof essionals. That ought to mean by inplication a
pretty good standard of practice. And | think that's
sound. But that doesn't take care of across the

boar d.
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And now, Dr. Enthoven, you have
nment i oned how wonderful we are here with our medical
school systemand our Kaiser systemand our Scripps
system and our Sharp system Those are battl egrounds
here, all right, for practice. And they wll be
engaged in this.

And when Col unbia HCA cones in, it's
agai n another threat because they're taking 25
percent away fromservice to people. And they're
crying that -- they claimthat they're doing a very
good job. \Well, we have no evidence of that. |It's
hard to get that evidence.

But | hear fromny fellow el der folk
and from people who consult with me - because | ama
retired physician, and they do have probl em here and
there so they run themby me - things aren't so good
out there in these prograns.

Nunber one, there isn't enough tinme for
a doctor or a nurse practitioner or whoever sees them
to really spend sone time with them Renenber that
one of your charges is to protect the public fromthe
managed care program You have it because there have
been a lot of conplaints and a few abuses. So there
is one of the areas where come up with sonet hing,
pl ease. W need help. The public needs help.

And when you with your study conmttees
get to it and cone up wth something, then maybe you

can advance the program That's what your charge is.
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| have a suggestion to make -- well
before | talk about that, let nme tal k about
prevention, which is nane dropped. Nobody has any
i nformation about how good preventive nmeasures are.
There are a few token ideas, but nobody has it. And
yet the nanaged care people claim-- and the HMJ s,
heal t h mai nt enance organi zations, claimthey're
preventing things, thus saving noney down the |ine
agai nst the expensive costs of medicine.

Vll, ny point is, if it's prevention
save the life. Save the way of life. It wll cost
less too if you do that. But nunber one is the
quality of care, the quality of life of the person
the health of the person, the lack of illness, if you
will,

So enough for prevention. But what |
have to suggest here is to you. | hope you cone up
with sone kind of a reconmmendation that will apply
what we have here wel| established - and it is
exi stent across the state - and that's the onbudsnman
pr ogr am

The onbudsman programis one that
protects the public against the government in
Denmark. But here we've applied it to long-termcare
very effectively in this case and very effectively
down here. W have three hired people and two
assistants paid by the county, trained 125 peopl e who

are volunteers who go -- who accept the conplaints,
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who study themout, don't have any kind of clout
except that they are agents of the county governnent
investigating a conplaint.

Do you know what it neans when someone
| ooks over your shoul der at what you're doi ng?
That's in effect what the onbudsman program does. It
adds a new dinension to health care in long-term
care. And it's got a track record that's very good.

So what |' msuggesting is that you
study that out and | hope cone up with a plan that
could be applied to all of health care, not just in
the long-termcare, conval escent hospital settings or
boar d-and-care areas or places like that, residential
hotels, but in the doctors' offices, in the
hospital s, an added facility, a resource for the
patient to exanmine, conplain, to inquire, to inprove
the health care of the person that's invol ved.

So that's ny positive suggestion.

Pl ease take it up fromthere.

DR ENTHOVEN  Thank you, Doctor.
Questions? W have about three m nutes.

I was a little puzzled in the
begi nning, Doctor. You said nmedicine is |oaded with
out cone studi es.

DR KREMB.  Yes.
DR ENTHOVEN In the nedical school |

taught in, that wasn't the case.

DR KREMS: Well, | think you're
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m st aken about that. Stanford certainly has plenty
of outcome studies that it relies upon to teach its
students and graduate students. So please don't say
that.

DR ENTHOVEN No, but |I'm speaking of
Wnberg studies and all the discussions about nedical
uncertainty, wide variations in practice. M
col | eagues conplain regularly about the absence of
out cone studi es

DR KREMS: Wll, there's a dearth of
them O course, it's adifficult thing to achieve
But let's put it this way. Let's take a new drug
How does it get on the market? It has to be
established that it is safe --

DR ENTHOVEN. Right.

DR KREMs: -- and effective

DR ENTHOVEN. You're right. Ckay.

DR KREMS: And through severa
different |evels.

DR ENTHOVEN. You're right. For
phar maceuticals there are outconme studies. They have
to.

MR RCDGERS: |'d just like to go into
alittle bit about the onmbudsman programthat you
tal ked about. Do they provide training, and are
these individual s paid by the county?

DR KREMsS: The training of a |ayperson

who has the interest and who is acceptable is trained
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by the county, first of all, for a basic training.
And then after basic training they are supervised by
those three to five people in the county. And they
have to take updates, which, by the way, | hope you
wi || have some recommendations for personnel to be
trained in managed care arrangenents. They should
have that kind of updating training. It would be
wonder f ul .

On being paid, the only pay that they
are allowed is for their transportation costs. |
don't know what it is per nile at this tinme, but
that's all. |It's a volunteer program trenendous
asset .

MR LEE: Thank you, Doctor. Being
someone who is working wth people for onmbudsman for
managed care prograns, | appreciate your
reconmendati on very much.

But |'mcurious fromyour experience
what you hear fromthe onbudsnen in San D ego about
what experiences they're seeing of the seniors in
managed care. Because one of the things |'ve heard
some of is a lot of long-termcare -- onbudsmen are
seeing issues presented by people in long-termcare
facilities that are overlapping issues, that are the
push and pull of, oh, this isn't |ong-termcare.

I"mcurious if you have observations of
seniors in long-termcare facilities as it relates to

managed care services.

55



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

DR KREMS: No, | don't. | don't have
that, and I'll tell you why. Long -- the nanaged
care progranms don't budget for long-termcare. They
avoid it |ike poison. They don't even get involved
in the day care prograns, which are | ess expensive
than the institutionalized care. But, you know,
that's a business matter.

Al'so, | want you to know that, I|ike
with the Kaiser program a |ot of the managed care
programs are for younger people, enployed people.
Now, let ne tell you about the nmanaged care that's
sold to the elder fol k who, ny colleagues -- it
repl aces Medi -Gap insurance. Da-da, they get $5, 000
plus or mnus $4,500 or $1,000 a year fromthe
federal government to take care of all costs.

Who goes to then? People that want to
be sure that they're not going to be financially
depl eted, basically, healthy adults at ny level.
Sick, sick people don't go there. They know they're
not going to get the care. They don't touch it with
a five-foot pole.

But do | have information about it,
what happens in the nursing hones? No, because |
don't think there is very nuch.

DR ENTHOVEN.  Thank you very nuch,
Doct or.

If nmy colleagues will allow, we'll nove

to the next one, Dr. Stuart Scherr, who is retired.
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Thank you, Doctor, for com ng

DR SCHERR | ama certified doctor of
internal medicine. |'ve practiced in Cceanside
which is in the northern part of San Diego County,
for 31 years. | retired four years ago because of
illness. For the past year | have been an advocate
as a private citizen to try and keep our Tri-Gty
Medi cal Center independent of both for-profits and
not-for-profits

M/ expertise is basically as a | ayman
on this issue, and what you hear will be relatively
unsophi sticated and wi thout supportive data except
fromthe WAll Street Journal, the |ocal newspaper and
the San D ego Busi ness Jour nal

It is nmy contention that HMJ s in the
free marketpl ace are contributing to the bankruptcy
of many of our nation's hospitals. Hospitals are
forced to accept contracts to fill their beds at
rei mbursenent | evels bel ow cost. The HMO s are
thereby, in ny opinion, contributing to the rapid
acqui sition of hospitals by Col unmbia HCA and ot her
for-profits.

The hospital cuts down to bare bones.
The hospital still can't break even. The hospita
sells to a for-profit

The for-profit takes 15 to 20 percent
off the top, to say nothing of CEO bonuses from an

al ready slinmmed down institution. The profit is only
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mar gi nal |y from econony of scale, so-called
integrated delivery systens. The bulk of profits
come frominadequate staffing, deterioration in
quality and quantity of supplies and dirty hospitals,
contrary to the full-page ads in two of the dailies
that | subscribe to and one weekly, all that came out
within two or three days of each other this week.

The following is a short letter to ne
froma nurse who fornerly worked at Tri-Gty Medical
Center in Cceanside, with which | was associ at ed
during ny entire 31 years of practice.

Quote: Wen | left Tri-Gty, | becane
a travel nurse. And over the past six years | have
worked at 20 hospitals in eight different states. |
have worked at a couple of for-profit hospitals and
would like to tell you about ny experiences there.

First of all, the staffing was very
poor. | worked twel ve-hour nights, and the usual
patient-nurse ratio is twelve to one. Acuity played
no part in staffing. M worst night was when ten out
of ny twelve patients were on various kinds of
isolation. | consider nyself an organi zed person,
but there is no way you can do proper nursing care
with that nmany patients.

A nurse's aide was usual ly assigned to
do your vital signs and answer your lights. Mst of
the nursing care was done by her. | was lucky if I

coul d get the nedication passed, keep the |V s under
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control and do the charting. Qur equipnent was ol d
and scarce. |V punps were available only for people
with central lines and special nedications requiring
the use of punps.

Suppl i es were al ways short, and we
woul d have to go fromfloor to floor trying to find
some area that had what we night need. Mbst of the
units had | ocks on their supply roomdoors so that
other units could not steal fromthem W often did
not have linen to use for the night shift. It was
not unusual for the linen carts to be bare,
especially on the weekends.

Sorre of the services were contracted to
out si de comnpani es. Housekeepi ng was one of these
areas. The hospital was not clean. The dirty
utility roomwas so foul with overflow ng trash bins,
linen carts and patient trays that you could scarcely
stand to go init.

M/ saving grace was that | was on a
short-term assignnent and did not have to put up with
it for long. | have talked with other nurses who
have worked at for-profit hospitals, and they have
had sim|ar experiences.

Tri-Gty Medical Center is a great
hospital. Please keep it that way. |If it isn't
broken, don't fix it. Renenber that if you affiliate
with a large congl onerate whose only goal is to make

nmoney, Tri-Gty will no | onger be our hospital (the
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communi ty) or your hospital (present and future
enpl oyees) but their hospital to do with as they
will,

This experience was at the Col unbia HC
Hospital in Las Vegas, one of two, | mght add. W
have pl aced responsibility for care of our ill in the
hands of the | owest bidder. Market forces are
detrinmental to the health of our nost vul nerable
citizens. HMD contracts with hospitals should be
regul ated to ensure that hospital reinbursenents
cover their costs. Thank you.

DR ENTHOVEN  Thank you, Doctor.

Questions? Dr. A pert?

DR ALPERT: | feel conpelled to make a
comrent. It's not a question. And the reason | do
is that the reality is that the great majority of
this task force doesn't spend every day in a
hospital. It is not exposed to the kinds of things
that we just heard testinony about. And these are
not isolated anecdotes that are just sour grapes that
peopl e are saying. These things are occurring.

I have a friend who is an excellent
physi ci an who told me that she would not have a
fam |y nenber of hers in a hospital in which she
practices without staying there with her and for the
ki nds of reasons that you're saying.

And there's a reason that there's a

public outcry. These are not isolated anecdotes.
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There's a nounting force that's creating these kinds
of letters. This is not a person who is just bitter,
the nurse who wote this letter. And | think it's
inportant that we pay a lot of attention to this kind
of testinony.

DR SCHERR M concl usi on about
Colunbia is that they will do whatever they need to
to better their own situation. They will give
adequat e services where they are open to public
exposure, especially in university hospitals. They
will give adequate rei nmbursenent to hospitals where
they are in the marketplace to add nore hospitals.

But they are in a situation where they
are largely taking over hospitals that have al ready
contracted thenselves in order to try and stay afl oat
and then could not succeed. And after that they then
take anot her 20 percent of profit out.

I think it's a dreadful situation. |
think that, if | may nmention another nane, Tennant
does exactly the same thing. Beyond that | have not
really investigated

MR RCDGERS: Doctor, are you -- have
you observed the regul atory oversight that hospitals
go through, licensing? | knowthat Tri-Gty is Joint
Commi ssion accredited, et cetera. Do you feel that's
adequat e, or does there need to be an integrated
agency both over the managed care organi zati on and

the hospital - because the two are rmuch closer in
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rel ati onship - and maybe even the physicians
relationship to oversee what's going on with those
rel ati onshi ps?

DR SCHERR Wll, | feel that any
hospital can respond when it gets three nonths
notice to prepare for an inspection. | think that
unannounced i nspection woul d be worthwhile. | think
that in order to appreciate the care that patients
get that the nurses should be investigated, should be
i nqui red upon on an unannounced basi s.

I know that Col unbia can prepare a set
of nurses to receive a bunch of doctors froma
hospital which is a potential purchase for them But
I've heard fromother hospitals in other areas that
the care is equivalent to what | gave you today in
Denver hospitals, in San Jose hospitals acquired by
Col unbi a and several hospitals acquired by Tennant.

DR ENTHOVEN. Thank you very nuch
Doctor. W're going to have to nove on. W now have
four left inthirty minutes so | have to tighten this
up a little bit.

Rut h Rahenkanp. Ms. Rahenkanp, thank
you for coni ng

MB. RAHENKAMP:  Thank you

DR ENTHOVEN. |'d appreciate it if we
could try to keep the presentation brief.

MB. RAHENKAMP: | just have one page

First 1'd like to begin by saying that | have had
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access to physicians, good physicians, and |'ve been
very happy with ny doctors. M particular area has
been mani c depressive illness. | was diagnosed 20
years ago. And since conming to San Diego | have had
to deal with managed health care conpanies, and |'ve
been fairly unhappy with it.

At times when |'min a manic situation
and |' m experienci ng overwhel m ng confusi on, anger
and frustration, ny psychiatric visits are dol ed out
inawy that's a business oriented way. | get two
visits here, four visits there. |It's being judged by
someone who has never net ne, has no sense of ny own
needs. And this is one of the issues that bothers
ne.

On nore than one occasion |'ve been
told that ny psychiatrists were no longer eligible
through the policy. And in Cctober of this |ast
year, when | was in the mdst of a crisis, | was told

that ny entire psychiatric teamwas no | onger

eligible for care. | mean, this caused nme a great
deal of pain, and | -- a fanily menber had to
intervene on ny behal f at that point because | just

was in no position to manage it.

M/ psychi atrist has been asked by the
HVO s to lint ny appointments with himto ned
visits. This type of visit does not pernit the
psychiatrist the time that's required to really know

and understand the patient's needs. If you go in and
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you see a doctor for ten mnutes and he says how are
you doing on this drug, well, it's not a sinple
thing. The subtleties of nedication are odd

I have experienced nyself side effects
that | had no idea were side effects, and you don't
get the -- the support you need in a ten-mnute ned
visit.

Al so, the thing probably that | |ike
| east about nanaged care is the extent to which
there's a different ceiling for mental illnesses than
there is for any other illnesses. | have bi-polar
illness. It's alegitinate disease, and it's a
chronic illness. It's not unlike asthma. |'m never
going to growout of it. 1'll always need nedical
treatment. And by introducing barriers to the
attai nnent of the health care | need, the rmanaged
care has made the process of getting care even nore
difficult. And it's when | need the care nost and ny
needs are the greatest that the barriers of nanaged
care are at their highest.

Wien we | ook at the cost of managed
care, | think if you look at the cost to the
organi zati ons thensel ves, perhaps the cost of nental
heal th care has gone down. However, when we | ook at
the cost froma societal perspective, they' ve indeed
gone up

And in ny own case, |'ve had a very

difficult time over the last four years, and |'ve
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been hospitalized once. | have |ost probably six
nmont hs, perhaps nmore, in work tinme. This is tinme
that was paid for by ny conpany and tine that was
paid for by the state. It wasn't paid for by the
HVO And it -- with additional -- with additional
time with the physicians, | don't believe that |
woul d have been hospitalized. And it upsets me a
great deal .

And | thank you all for your tine.

DR ENTHOVEN. Thank you very nuch for
com ng.

Yes, Dr. Spurlock?

DR SPURLOCK: Thanks a lot for
testifying. Wen you were in one of your nanic
phases, when it was as terrible as you descri bed
earlier, which sounds horrible, you said it was dol ed
out as to the nunber of visits that you could see.

D d your physician or psychiatric teamever offer to
see you either for no charge or perhaps an additional
charge outside of the plan?

MB. RAHENKAMP: M psychiatrist did. |
mean, actually, he spoke here earlier, Dr. Minos. He
did not charge ne for visits that weren't covered by
ny insurance. M psychiatrist accepted a rate from
me at the sane rate the insurance conpany was paying
him which is at $30 per visit, which is much | ower
than his normal rate to patients.

So, yes, | mean, | think that they have
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really gone all out to help the situation.

DR SPURLOCK: So you both purchased
and received at no charge additional care; is that
right?

RAHENKAMWP:  Yes.

SPURLOCK:  Thank you very nuch.
ENTHOVEN:  Thank you very nuch.
LEE Could | --

ENTHOVEN  Ch, sorry.

LEE: -- ask a quick one?

ENTHOVEN:  Ckay.

2 %3 53 5 %3 3B

LEE: Thank you very much for
comng as well.

In terms of you noted in one of the
probl emrs you were having a fam |y nenber needed to
intervene, |I'mwondering what they did that junped
through the hoops and if you thought about going to
the state or any regul atory group for assistance and,
if not, why not.

MB. RAHENKAMP: Wl |, first of all, ny
sister intervened on ny behalf. And she basically
got a hold of the insurance conpany and said that she
was calling from Al abama and her sister needed their
care and she wasn't going to stay off the phone until
they gave it to her.

And we're a pretty tenacious group in
our fanmly. | nean, | amnyself. And | believe that

|'ve gotten nore than the average patient with a
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psychiatric illness would have out of the insurance
conpany because |'ve gone after them

And in terns of nmy going to the state,
| think I"mjust getting nyself together to a point
that | feel that | can. And it's one of ny goals at
this point to do just what |'m doi ng now

MR LEE: Thanks very nuch for com ng.

DR ENTHOVEN. Thank you very nuch.

Next we're going to hear from Mark

Jennings, California Nurses Association. In fairness
to the renaining people, we'll try to --
MR JENNINGS: | will be brief. | did

not antici pate speaking toni ght even.

M/ narme is Mark Jennings. | amwth
the California Nurses Association here in San D ego.
| represent a nunber of hospitals in the San D ego
area, the largest of which is the UCSD Medi cal Center
at Hllcrest and Thorntorn.

There's been a ot of discussion
toni ght about quality of health care and neasuring
it. And there's also been the suggestion that
perhaps the solution to that inquiry mght be to | ook
at nurses because nurses are ones with at the bedside
and the nurses are the ones that see what's going on.

| anticipated having two nurses here
tonight. One of them's nmother-in-lawis in the
hospital. She took a turn for the worse. And the

other nurse is hone with a fever. So | didn't
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anti ci pate speaki ng tonight.

What 1'd like to do, though, is provide
you with a preview of what nurses will tell you as
you travel throughout the state. Because as you go
fromcity to city, the California Nurses Association
will be providing you with nurses who do bedsi de
nursi ng care.

And what they will be telling you is
that the quality of patient care is declining. The
staffing ratios are increasing. And the acuity |evel
is increasing. And that's real obvious, | believe,
because as the HMO s and for-profit health care push
peopl e at hone to do their healing, the people who
are renmaining in the hospitals are sicker. And at
the sanme tine, there are fewer nurses to take care of
t hem

Managed care is forcing nurses into a
conflict of interest between their |awful nmandate to
advocate for the patient by the Nurse Practice Act
and their own |ivelihood.

In the last six nonths at UCSD our
nurse professional practice commttee has filed four
conplaints with the Departnent of Health Services.
Each one of those conplaints has been sustained by a
citation fromthe Department of Health Services. Al
of themhave related to staffing. That is what we've
had to use for leverage in order to try and naintain

the quality of patient care at the UCSD Medi cal
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Center.

As for-profit corporations nmove into
health care and attenpt to turn it into an industry,
the principles of industry are inposed. And that nay
not be a problemif you' re manufacturing cars or
toot hpaste. But when your product is health care,
nurses are seeing a decline in quality.

Peopl e have alluded to the fact that
you' re not making a profit if you're delivering
health care. So the push is to not deliver the
servi ce.

That concl udes ny remarks.

DR ENTHOVEN. Thank you, M. Jennings.

Questions?

Have you been able to separate out in
your mnd the effect of the Medicare paynent system
which is al so squeezing hard on hospitals, versus the
managed care?

The thinking that's going on, | think,
is that the entities that pay for care, whether it's
governnent or private sector, through HMO s, PPO s,
they're all pushing back on the costs because there's
been a wi dely-held view that the costs are too high,
taxes are too high and so forth. So it's not -- the
point I'mmaking is it's not just HMOs. Al these
forces are pushing back.

MR JENNINGS: That's correct.

DR ENTHOVEN I n other words, Medicare
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| ooks about the sanme as HMO s.

MR JENNINGS: Fromny perspective, |
believe it does. Because |I'mlooking at it froma
perspective of how the quality of care is being
delivered and the quality of that care. So, | nean,
whet her the inpetus is fromnaking a profit or just
to make -- you know, maintain costs, there's still
the inpetus there to deliver |ess services.

DR ENTHOVEN.  Yeah. Any thoughts

about how effectiveness or efficiency can be

inproved? | nean, with a budget deal in Washi ngton
now part of the deal | guess they've made, they're
going to cut a hundred billion dollars out of what

they pay doctors and hospitals. So the trend is, if
anything, to get worse.

MR JENNINGS: Do | have any
suggesti ons?

DR ENTHOVEN. Yeah. How do we --

MR JENNINGS: As you know, the
California Nurses Association is probably the |argest
organi zation to support single payor initiative in
1994.

DR ENTHOVEN.  The single payor for
Medi care is cutting back just as hard.

MR JENNINGS: Wll, that's true. But,
| mean, I'mcomng froma basis that they are trying
to cut back, but they're still delivering health care

to their entire popul ation, say, for exanple, in
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Canada, which is something that we're falling far
short of.

DR ENTHOVEN.  Thank you very nuch.

Next, Dr. Fred Baughman. And, Dr.
Baughman, thank you very rmuch for com ng.

MR BAUGHVAN. |'m pl eased to be here.
| heard of this coomittee meeting or hearing at a
late hour. I1'mdelighted to be able to present.

| have been a neurol ogi st and pediatric
neurol ogist in private practice for 33 years, retired
for three years now. And | have been a chief of
staff in a corporate for-profit hospital. And | have
academ c and research credentials as well.

M/ remarks are as follows: Wthout
proper diagnosis, the prescription is doomed to fail.
In the May 1996 California physician Robert Alen,
MD. wote, "I amsick of the pious bleatings of our
medi cal soci eties regardi ng physicians' econonic
futures. Not only do we not have control but we will
never regain it. W have allowed nedical schools to
over produce physicians. W have allowed residency
progranms to overproduce specialists.”

He neglected to say that patients too
had | ost control. No natter how the perpetrators try
to di savow and di ssem nate bl ane, all that has
followed the U S. health care crisis and nanaged care
as well are mere epi phenonenon. | know. | started

practice in 1964. In 1965, with the popul ace well
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cared for by 140 physicians per hundred thousand
citizens for only $50 billion per year, President
Johnson decl ared a physician shortage and cal |l ed for
an i medi ate 50, 000 additional physicians.

Under st andi ng human nature and supplier
i nduced need, Mal com Todd of the AVA warned, M.
President, the nore doctors you have, the nore
services, the nore x-rays, the nore surgeries are
done. Not dissuaded, the adninistration passed
| egislation that doubled the graduation rates by the
md 70's.

Bet ween 1965 and the present, the
nunber of physicians, MD.'s and D.O"'s, grew at five
times the rate of the population to 265 per 100, 000
Adm ni strative personnel grew at 400 percent the rate
of physicians, and health care costs rose to a
trillion dollars per year, leaving 40 nillion
Arericans without health care insurance as a function
of cost.

Al t hough each physician had half the
nunber of patients they had in 1965, their incomes
did not fall. | nmean, contrary to the | aws of supply
and denand, their average net incomes grew a steady
5.5 percent annually through 1964

I'n 1973 Petersdorf warned of the
devel opi ng oversupply, particularly of specialists.
In 1980 the G aduate Medical Educational National

Advi sory Comm ttee predicted an oversupply of 137,000
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by the year 2000 and called for a 17 percent cutback
There was no cut back.

In 1983 Petersdorf, then dean of UC San
D ego School of Medicine, wote, "There is no | onger
any doubt. Those who question the data in 1978 can
hardly doubt it now except perhaps for the boards
col | eges and specialty medical societies, all of
whi ch are charter nmenbers of an acadenic
right-to-1ife novenent."

However, Janmes Sammons asserted that
the AMA had never acknow edged that there was a
physician glut. This signaled the intransigence of
the acadenic right-to-life group that persists to
this day.

The oversupply robs physicians of their
i ndependence, detrinmental to physician and patient
alike. A physician glut is to the everlasting
advant age of both the health care industry and of
medi cal acadenia. Medicare |argely unmanaged
fee-for-service still is being plundered. Tests and
treatments increased 300 percent in seven years.
Losses fromits hospital insurance trust fund tota
$4.2 billion for the first half of fiscal 1996
| eading to specul ation that the fund could run out of
nmoney by 2001

Call's for cutbacks and downsi zi ng of
the physician corps are on the rise again. Such was

a major plank of the Ainton health care reform
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package of 1994, which was beaten down.

I'n 1995 the Pugh comm ssi on recommended
that 20 percent of U.S. nedical schools shoul d be
shut down by 2005. Wy, they ask, did New York need
14 medi cal school s.

Not hi ng changes in nedi cal acadeni a.
They speak only of a loomng glut. Let the
mar ket pl ace nake the corrections, they say, know ng
full well that medical schools and teaching hospitals
are paid for with your tax dollars and mine and are
not rightly of the marketplace. That 40 mllion
Arericans are w thout health care and insurance is a
direct result of physician oversupply and cost
overruns appears not to concern them

The establishment of an appropriate
physi ci an supply appropriately distributed nust be
the primary plank of health care reformin America.
Despite inperfections to be addressed on a
case-to-case basis, managed care controls costs, is
af fordabl e and provi des basic, humane care for nany
Arericans deprived of it by a failed, imoral free
mar ket system Encunber it now with conplex, costly
regul ations, and you will only add to the
still-growing mllions of Anerican nen, woren and
children without access to health care.

I thank you.

DR ENTHOVEN  Thank you, Doctor.

Questions?

74



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Al right. | take it that if one of
the consequences of nanaged care in California was to
force a cutback in residency prograns that that woul d
not be all bad, fromwhat you' re saying.

DR BAUGHVAN: That woul d not be bad.
| think that in fact residency prograns plus graduate
medi cal education has done nothing but grow in the
past five years, and --

DR ENTHOVEN. Despite the surplus?

DR BAUGHVAN. I n spite of the surplus
acknow edged by everyone but the AMA and AAMC. And
so, yes, there shoul d be cutbacks in absol ute nunbers
of doctors, and there shoul d be cutbacks in nost
specialties as well.

DR ENTHOVEN. O perhaps maybe the
finding we need to reach, based on what you said, is
so far none of this seems to have had any effect on
education training prograns.

DR BAUGHVAN | rmean, they are -- they
are suffering the econom c consequences of what the
physi ci an and specialty glut has wought. And
therefore they are now pleading for all kinds of help
fromthe government to bail them out because --
because that -- | think that salaries in nmedical
acadenia really did not go down until, | think, 1996
for the very first tine, which is quite unlike the
experience in the private practice sector.

DR ENTHOVEN.  Thank you very nuch,
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Doct or.

W'll go to our |ast speaker, Joy Lynn,
who is going to speak about nanaged care.

Thank you very nmuch, Ms. Lynn, for
com ng.

MB. LYNN: | wasn't prepared. | didn't
know about this 'til the last ninute.

| recently have found that | have to
use a wheelchair. | chose a chiropractor fromny
health care provider list. | started going to
sessions, which were prior approved by the health
care -- managed care group, which is Anerican
Chiropractic, if you want to know t he nare.

Then there was sonethi ng went on
bet ween the chiropractor and the insurance conpany.
| don't know. They wanted to drop her, one thing and
another. Now I'mfinding that they are not approving
-- we requested nine sessions. They're approving
three. Today | paid out of pocket for ny
chiropractor visit. That was just before | cane
here.

I very much identified with what this
| ady over here was tal king about. | don't have the
same particul ar diagnosis, you know. Mne has to do
with ny feet and | egs and hips. But the same things
are happening with me as with her. So | really
identified wWith that.

| wote down a few notes here. The
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visits got less and | ess and | ess, |ess approval.

The contract is that they will approve up to 30
visits a year. By the end of '96, they reduced t hem
so that there were nine left that they didn't have to
allow '97 they're reducing themeven nore. So this
is not a health plan really that is paying. The

i nsurance conpani es get rich on this. GCkay? They're
maki ng t he noney.

I''mal so puzzl ed about how managed care
is really saving any noney. W've got -- first of
all, we've got a referral doctor paying for a primary
care physician. Then we go to the physician that's
going to treat us. Then it goes and is reviewed by a
physi ci an at the insurance conpany, plus dozens and
dozens - and I'mtelling you dozens because | talk to
themall - of adm nistrative personnel.

Then if you disagree, there is a
process of -- what do you call it?

MB. SKUBIK: Gievance?

MB. LYNN: @Gievance and sonet hing el se
too, appeal. And | have it with me, | think. 1've
got sone papers with me that | happen to have with
me. And it goes on for 30 days, 60 days, 90 days,
120 days. And what's supposed to happen in the
neanti me?

Now, | started to inprove. Last
Novenber | started to inprove. And that's when they

cut visits off. Now, ny chiropractor was in a
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nmeeting yesterday of Anerican Chiropractic, and the
doctor said, oh -- and he was di scussing ny case
specifically. And the doctor said, oh, she's a
chronic care, what's the point of giving her any
care, she's chronic, the care isn't hel ping anyway,
which is not true, by the way.

Wien | was cut off in Novenber, | was
so upset and depressed -- | nean, getting in a
wheel chair is a really upsetting and depressing
thing. | nean, this is devastating to sonebody who
is avery active person. | own ny own business. |
have to get to work or I'mgoing to go broke. |
enpl oy people. They would all lose their jobs. They
are a contributing menber. They are contributing
menbers of society. W're all paying our taxes. And

all that's going to go down the drainif | can't go

to work. | have never accepted any public help at
all ever.

|'"d also like to conmment on -- well,
yeah, | want to say one nore thing about the
i nsurance conpanies. | did a few nunbers. | don't
have themhere. | did themlast year. And | was in

such a rush, if | had known, if this had been nore
publicized, | would have come better prepared.

But with the few nunbers | did, | kind
of figure out that for the noney that goes into
bui | di ng bui I di ngs on W shire Boul evard for

i nsurance conpani es we coul d have a heck of a | ot of
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health care for an awful |ot of poor kids, as well as
adults and contributing nmenbers of society.

Now, what does that cost us? If they
put ne in bed and they pay nme -- | don't know what
they pay wel fare or sonething, disability, whatever
the governnent's going to pay ne to stay in bed, and
ny staff of -- | have | think eight people in ny
of fi ce and 200 associ ates from other business that |
subcontract with. And if all of themlose ny
busi ness, who's gaining? Not our society. Not our
gover nnent .

This is costing noney. That's the
bottomline. This is costing noney.

| also want to comment on sonet hi ng
that's really bothering me. And | don't know if this
istheright place todoit. |If it isn't, please
stop ne. But | amjust really afraid of the |ack of
steril procedures used in this country. It's
barbaric, as | see it. The doctors are not washing
their hands. The dentists are not washing their
hands. They're putting on non-steril gloves.

If I get themto wash their hands, they
may pick up the box -- and | get themto. You know,
no one's going to touch ne wthout their washing
their hands in front of ne. But what do | do w thout
ny kids, ny daughter, ny staff. I|'mstarting to
wat ch out --

DR ENTHOVEN. W will have to stop. |
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do feel that is outside the scope

MB. LYNN:. No, | appreciate that it's
out si de because | want to go on with just things that
are inside the scope, and | don't want to take up too
much nore of your time

I come froma different country. Al
i ndustrial countries have some sort of health care
system People in this country seemto believe that
this is the best health care systemin the world, and
| cannot believe people are buying it. | really
can't believe people are buying it. This is the nost
barbaric thing |'ve ever seen in ny life. People are
dying in the streets.

One of ny enployee's child has asthna.
She can't take himto the doctor because she hasn't
been with me | ong enough to have health care, and she
can't take the child to the doctor and the hospital,
and the kid has asthma. |'ve seen kids die of
asthma. | can't believe this is going on here. This
is just a sinple instance.

I'd like to suggest that we | ook at
taki ng the insurance conpani es out of health care.
What ever you want to neke of that you can neke of
that. Because there are systens. There are people
who can create systens. |It's a matter -- it's a
sinple natter of noney. And if the insurance conpany
didn't have such a large lobby, | don't think they'd

be naki ng so nuch noney off the msery of the human

80



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

beings in this country.

So 1'd like to see somet hi ng done about

that. That may al so be w thout the scope. |'m not
sure what the scope is, but that's what I'd Iike
to --

DR ENTHOVEN. Qur assignment is

basically to study the workings and i npact of managed

care and how that can be inproved.
MB. LYNN: How that can be inproved?
DR ENTHOVEN Yeah. W're getting
close to our ending so --

MB. LYNN: | just want to say how it

can be inproved. It's only two words, elimnate it.

You can get another system Put another systemin

pl ace. Put the insurance conpanies out of health

care.

DR ENTHOVEN.  Ckay.

MB. LYNN:. This is not a place for
profit.

DR ENTHOVEN. Al right. Thank you
very much.

MB. LYNN: Thank you.

MR LEE Could | ask -- thanks for
comng. How did you hear about this?

M. LYNN M friend told me that she
heard somet hing on KPBS about it. | was at hone at
6: 00, and | was told she heard sonething on KPBS

about a meeting down here, and | said let's go.
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DR ROVERO  She heard about it today?

MB. LYNN:  Today.

DR ENTHOVEN. The task force neeting
is nowclosed. | want to thank you very much for
comng. The next task force will have another public
nmeeting in Fresno on June 20. For nenbers of the
public that would like to attend that, please see the
task force secretary to be placed on a nailing list.
Thank you very much.

(The proceedi ngs adjourned at 7:30

P.M)

82



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

STATE OF CALI FORN A )
COUNTY OF SAN DIEGD ) >

I, Susan M Kl ine, CSR 4617, a
Certified Shorthand Reporter in and for the State of
California, do hereby certify:

That the foregoing proceedi ngs were
taken down by me in shorthand at the tine and pl ace
named therein and were thereafter reduced to
typewiting under ny supervision and that this
transcript is a true record and contains a full, true
and correct report of the proceedi ngs which took
place at the time and place set forth in the caption

hereto as shown by ny original stenographic notes.

EXECUTED t his 18th day of June, 1997.

Susan M Kline, CSR 4617
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